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PREFACE 


Under the general title “ Restoration of International Trade,” the 
Carnegie Endowment presents to readers of International Conciliation 
the following collection of noteworthy articles, statements, and 
oficial texts. The document opens with the text of the very im- 
portant address delivered over the radio on March 23 by the Honor- 
able Cordell Hull, Secretary of State of the United States. After 
describing in turn the export trade situation of the United States, 
the purpose of its trade agreement program in connection with 
which a number of treaties have already been concluded, and the 
harmful effect trade control measures resorted to by the various 
nations in recent years have had on international trade, Mr. Hull 
calls upon the United States to take the lead in bringing about more 
liberal commercial policies. 

Another earnest plea for adjustment of the commercial policy 
of the United States to make it consistent with present world condi- 
tions is contained in the article prepared especially for International 
Conciliation by Peter Molyneaux, a Trustee of the Carnegie Endow- 
ment, who, as Editor of The Texas Weekly, exercises a constructive 
and growing influence on public opinion in this country. Mr. Moly- 
neaux was one of the American delegates to the international eco- 
nomic conference held on the invitation of the Carnegie Endowment 
at Chatham House, London, March 5-7, 1935. The recommenda- 
tions unanimously adopted by the conference, following a full dis- 
cussion of the financial and economic problems confronting the world, 
are reprinted in this pamphlet together with a list of the delegates. 
These recommendations may well be considered as the most im- 
portant program for the guidance of public policies, national and 
international, which has been made in recent years. 

An appendix contains the text of the Ouchy Convention con- 
cluded in July, 1932, by the Governments of Belgium, Luxemburg, 
and the Netherlands; excerpts from the Final Act of the Seventh 
International Conference of American States held at Montevideo 
in December, 1933; and a proposal for the stabilization of currencies 
by specie payments put forward by Edward Tuck, an American 
financier and philanthropist now living in France. 

NicHOLAS MuRRAY BUTLER 
New York, May 7, 1935. 
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TRADE TREATY NEED! 
By THE HONORABLE CORDELL HULL 


The chairman of the tariff commission, Mr. O’Brien, will explain 
to you the difference between the old and the new methods of tariff 
revision in this country. I hope, in the next few minutes, to show you 
how the trade agreements program ties in with the administration’s 
plan for domestic recovery and the promotion of friendly relations 
with other countries. 

The international exchange of goods is of immediate and vital 
concern to every individual among us. An exchange of goods makes 
business move, and without this exchange there is stagnation and 
unemployment. Trade stimulates productivity at both ends of the 
transaction. In addition to the production of the goods themselves, 
work is created in the transportation of the export and in the trans- 
portation, distribution and marketing of the import. 

By the trade agreements program, now well under way, we are 
seeking to persuade other countries to join us in breaking down 
excessive barriers to trade so that its movements may be less ham- 
pered and its volume increased. Agreements already concluded with 
Cuba, Brazil, and Belgium, and others which are in prospect, indicate 
that many other nations are willing to cooperate. The agreement 
with Cuba—in force six months—has resulted in a marked stimula- 
tion of trade and it is reasonable to expect that other agreements will 
have like consequences. 

At the high mark of 1929, our exports were valued at over $5,000,- 
000,000. Every State in the Union shared in this business, some to 
the extent of hundreds of millions. And do not imagine that these 
huge exports were confined to coastal States. Interior States also 
participated heavily in our export trade in 1929. The export products 
of Ohio, Michigan, Wisconsin, Illinois, Indiana, Kentucky, Tennes- 
see, lowa, and Missouri were valued at over $1,000,000,000. 


Export Losses of States 
All States suffered severe losses in exports between the years 1929 
and 1932. New York lost $708,000,000, Michigan $306,000,000, 


_? Radio address delivered March 23, 1935. Reprinted by permission from The New 
York Times, March 24, 1935. 
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Texas $357,000,000, California $231,000,000, Illinois $172,000,009, 
and Pennsylvania $240,000,000. Can any one reasonably doubt that 
this drastic decline in our foreign trade from $5,000,000,000 in 192 
to only $1,600,000,000 in 1932 has swelled the tragic ranks of the 
unemployed and has meant a very definite lowering of the standard 
of living in this country? But the indirect losses are far greater. For 
example, the decline of exports of automobiles from Michigan re. 
sulted in a decline in urban employment and buying power and 
thereby caused a loss of domestic markets for our agricultural 
population. 


The improved business condition of the past year and a half haz | 


been intimately related to a revival of our export trade. From 1932 
to 1934 the exports of the United States increased from $1,611 ,000,000 
to $2,133,000,000, an increase of 32 per cent. The exports of automo. 
biles and machinery increased from $222,000,000 to $435,000,000, 
The export of copper increased three-fold, and iron and steel semi- 
manufactures four-fold. 

These increases in exports have unquestionably contributed sub 
stantially to the measure of recovery of business and employment 
thus far achieved. And the effects are not to be limited to the direct 
increase in employment in the export industries. The expansion of 
the export industries has, in turn, had a cumulative effect upon 
related industries, resulting in an ever-widening expansion of eco 
nomic activity and employment in the domestic sphere. 

For example, the increase of automobile exports and other metal 
manufactures, including machinery and electrical equipment, con- 
stitutes an important part of the increased demand for iron and steel 
products, plate glass, lumber, and at least twenty other commodities, 
and the increased purchasing power of the additional workers in these 
fields in turn has created a larger demand for consumption goods ol 
all sorts, including the demand for agricultural products. 


A Crisis in Foreign Trade 


] cite these facts with no easy optimism. We are confronting 4 
crisis in our foreign trade. The recent expansion of foreign trade does 
not yet rest on secure foundations. And because of the close relation- 
ship of our foreign trade with fundamental and full domestic recovery, 
this crisis concerns every one of us vitally interested in the continued 
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development of domestic business revival and the expansion of 
employment. 

In 1934 this country enjoyed an export merchandise surplus of 
$478,000,000. The service items, including tourist expenditures, 
immigrant remittances, interest and dividend payments, were sub- 
stantially in balance. It is clear that the merchandise export surplus 
rested upon the insecure, uncertain foundation of a vast inflow 
of gold. 

Events of the last year should make every American realize the 
precarious situation of our export trade, particularly on the continent 
of Europe. Trade control measures are becoming day by day increas- 
ingly complicated and restrictive. These measures are designed to 
protect the balance of payments of foreign countries, to prevent an 
abnormal outflow of gold. Of one thing we may be sure: so long as 
our merchandise export surplus is balanced by gold imports, the 
signal is given to our foreign customers to impose ever-increasing 
restrictive measures against our exports. 

Day after day and week after week throughout the year, nations 
caught in this serious dilemma are trying by desperate means on the 
one side to check imports,and on the other side to force exports. An 
outstanding development of the past year has been the use of bar- 
gaining quotas allotted to various countries in return for forced 
expansion of exports. In many parts of the world, especially in Central 
Europe, clearing exchange agreements and trade compensation 
arrangements have put international trade very nearly back toa state 
of outright barter. This means a decrease, rather than an increase 
in the sum total. Some countries have allocated exchange on the 
basis of other countries’ purchases of their products. In some coun- 
tries export trade is wholly or in large part controlled by import 
monopolies or centralized trade control boards. 


Finds Trade Canalized 


The effect of all these measures has been to restrict and to canalize 
trade into abnormal channels and to force a diversion of trade. 
These measures tend toward bilateral balancing of trade, which for 
the United States would mean that our exports would be cut down to 
the low level of our merchandise imports. Economic nationalism has 
never inflicted upon nations more serious and lasting injuries affecting 
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the well being of peoples, the stability of governments and civilizg. 
tion itself than during recent years. 

It is, therefore, urgent in the interest of American trade and world 
recovery to exert a determined leadership in the direction of liberal 
commercial policies in order to restore the equality of treatment 
upon which alone our foreign commerce can thrive. 

It is for this reason that the administration is basing its trade 
agreements program upon the principle of equality of treatment o 
non-discrimination in opposition to special bargaining and preferen. 
tial arrangements, It is for this reason that we stand for a revival and 
strengthening of the most-favored-nation principle and against the 
exclusive policies of strict and narrow quid pro quo arrangements, 
The very economic lives of more than thirty countries depend upon 
foreign trade, and their collapse has disastrous effects upon us, as we 
have seen since 1929. 

We believe that foreign countries are already beginning to leam 
that all these various devices bring, in the final analysis, no relief to 
their trade position. Trade is diverted, but it is not increased. It isa 
striking fact that international trade has been most stagnant and 
suffered the severest reverses during the past year in those very areas 
where the rigorous control devices to which I have referred have been 
most extensively developed. 


Nation at the Crossways 


The United States stands at the crossways. Of all the countries in 
the world, it is in the freest position to assume a world leadership 
in the adoption of saner commercial policies. 

What do the supporters of an excessive and prohibitive tariff have 
to say in favor of such excesses? One of the most used arguments is 
that such tariffs protect American workers against the “ pauper labor 
of Europe and Asia’’ and the American people generally from a low 
standard of living. But does it? I may first remark that all agree 
to the maintenance of reasonable or moderate tariffs that will not 
allow excessive or unreasonable importations of competitive products. 

A study made of thirty-six typical industries which are on an export 
basis or not aided by the tariff and thirty-six industries whos 
products are highly protected shows that in 1929 the average rt 
muneration of wage-earners in the highly protected industries was 
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$595 less than that of the worker in the industries which received no 
tariff benefits. The average annual income in the unprotected indus- 
tries was $1,704, while that in the highly protected industries was 
$1,109. 

Those who contend that a virtually prohibitive tariff is absolutely 
essential overlook or ignore certain basic facts. According to the cen- 
sus of 1930 there were approximately 50,000,000 gainful workers in 
the country. More than half of this number, employed in service 
industries, transportation, wholesale and retail business, public 
utilities and building trades, are not only not helped by the tariff 
but, as consumers, actually are hurt thereby. Ten million farmers, 
a large part of whose products are exported and sell at world market 
prices, are obliged to buy in a protected market. Of the remainder, a 
large proportion are engaged in industries that are on an export 
basis, such as the automobile industry, electrical apparatus, industrial 
and agricultural machinery, and other mass-production industries, 
which get no assistance from the tariff and are, indeed, injured by it. 
Many others are engaged in industries of a distinctly domestic 
character not subject to foreign competition. 


Trade Broadens Horizons 


There is not a country which does not have one or more specialties 
in which it is peculiarly proficient and which contribute to the neces- 
sities and amenities of world society. International trade helps to 
stimulate and spread throughout the world scientific discoveries and 
inventions, to broaden the national horizon of every nation and every 
people, and to enrich life everywhere. 

For six years nations have vainly striven separately to restore 
prosperity. But I would emphasize as strongly as I can the fact that 
these efforts at national recovery have not fully succeeded because of 
the destruction of international trade. It follows that a vigorous 
effort to rebuild that trade is essential if we do not wish the struggle 
back toward prosperity to be too long delayed. 

It would be inexcusable if we did not make a vigorous effort to 
ameliorate the frictions and animosities which tend to produce 
wars and impede the progress of civilization, by attempting to re- 
move one of the chief causes. In these days no nation can live wholly 
to itself without imposing upon its own people, and the peoples of 
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other countries, unjustifiable deprivations and hardships. Therefore 
despite all difficulties, and despite the artful propaganda of selfish 
interests, we intend to continue to strive for an economic cooperation 
among nations that will make the vast riches of the world mor 
readily accessible to all, remove as far as possible the causes of 
envy and aggression, and so take a determined first step in the direr. 
tion of greater economic well-being and universal peace. 
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AMERICAN TRADE POLICY AND WORLD RECOVERY 


By PETER MOLYNEAUX 


I 


About sixty competent men from ten leading countries met at 
Chatham House in London last March to consider the world’s prob- 
lems. They came together at the invitation of the Carnegie Endow- 
ment for International Peace with the object of discussing those 
problems, freely and frankly, and then agreeing upon any recom- 
mendations which seemed to them to be practicable and capable of 
immediate application. Among those men were some of the leading 
economists and students of international affairs in the world, men 
whose names are well known in all countries. It might have been 
possible, perhaps, to have brought together a more distinguished 
group, but it would be difficult even to imagine a more competent 
one. 

Freely and frankly, they exchanged views on the problems of 
the world. The sessions were private and it was agreed beforehand 
that nothing anyone said during the proceedings would be published. 
So each man said what was on his mind without reservation. As the 
discussion proceeded it soon developed that there was a remarkable 
unanimity of opinion among them with respect to essentials. They 
agreed as to what essentially is wrong with the world and as to what 
essentially might be done toward setting things right. And they had 
no difficulty, after three days of the fullest discussion, in arriving 
unanimously at certain conclusions, which they embodied in a set 
of recommendations. 

Upon one recommendation in particular they were most heartily 
in agreement. It was the first one they adopted, and here is the way 
they phrased it: 

Seeing that the commercial policy of creditor nations is of 
supreme moment to the financial and economic stability of 
debtor countries, this conference recommends that the Govern- 
ments of the United States and Great Britain, the world’s 
greatest creditor nations, be requested to consult together and 
with such other governments as it might be advisable to ap- 
proach, for the purpose of agreeing upon measures to enable 
the debtor nations to meet their obligations in goods and ser- 
vices and thus of materially assisting in the work of creating 
stability and restoring confidence. 











298 


If the Carnegie Endowment Conference had done nothing else 
than make this single recommendation, it seems to me, it would 
nevertheless have pointed the way to world recovery and to the 
resumption of world progress. The other recommendations made 
by the conference are all of immense importance. But, from my point 
of view, this one sets forth in less than one hundred words the essen- 
tial course to be followed if anything practicable is to be done to 
promote real recovery. 

Consider that trade among nations last year was at a level equiv- 
alent in value to little more than one-third of that of 1929 and 
about 70 per cent of the average value of the world’s annual trade 
during the five-year period immediately preceding the World War, 
when the world’s debts were relatively light and when there were 
several hundred million less people on earth than today. And con- 
sider also that the debts of the world are practically as great today 
as they were in 1929. It is this situation that bars the way to genuine 
domestic recovery in most countries, and this situation will not be 
much improved—it will not be changed fundamentally—until the 
creditor nations adopt commercial policies which will permit the 
debtor nations to ship goods and perform services in settlement of 
their international obligations, including those incident to the 
importation of goods from other countries. 

There is nothing new about this simple proposition. Economists of 
all countries have been calling attention to it ever since the close of 
the World War. They pointed out immediately after the war that 
unless creditor nations bought more goods from the world than they 
sold to the world, trade among the nations would decline and tend 
to disappear and that ultimately the result would be universal 
domestic depression. But their warnings went unheeded, and trade 
was bolstered up for several years by various methods of increasing 
the world’s debts. In due course the inevitable collapse came, and 
both the value and the volume of international and domestic trade 
declined precipitously. We are now in the sixth year of the resulting 
prostration, and during all of the intervening period many have 
continued to point out the real cause of this situation and the way out 
of it. The politicians who direct the governments of the world, how- 
ever, have not taken this advice—and for a good reason. They have 
not taken this advice because public opinion in most countries has 
prevented them from doing so. 
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This has become an old story. And yet there is no other way out 
of the world’s present troubles, there is no other sound advice that 
could be given. So, when these sixty highly competent men from ten 
leading countries sat down around the table to discuss the situation, 
the first thing they decided to do was to repeat this simple advice 
to the world again. They were not general in their recommendation, 
however. They were very specific. They did not direct their advice 
to the nations generally. They directed it to the governments of 
two nations in particular. And, what is important to Americans, 
one of those was the Government of the United States. 

But will the Government of the United States act upon this 
advice? Unless it does act upon it, unless it follows the course recom- 
mended, whether because of this particular recommendation or not, 
the prostration of world trade will continue and the world depression 
will be prolonged. Will the American Government follow this course? 
I think the American Government will not follow this course until 
those responsible for the government’s policies, and particularly the 
gentlemen who comprise the two houses of the American Congress, 
become convinced that American public opinion will approve and 
support such a course. I have said that the politicians have been 
prevented from following such sound advice in the past by public 
opinion. This is still the situation in the United States. And it will 
continue to be the situation until American public opinion is prepared 
to approve and support the government in following such a course. 

If I should be asked when that will be, I should say that American 
public opinion will be prepared to approve and support the govern- 
ment in following such a course whenever the American people, or 
an appreciable percentage of them, become convinced that their own 
welfare depends upon it, and not before. 

The conference’s recommendation which I have quoted sets forth 
that “the commercial policy of creditor nations is of supreme moment 
to the financial and economic stability of debtor countries in all 
parts of the world.’’ To this the average American can be easily 
imagined as retorting: ‘‘ Well, that’s too bad. But I am not necessarily 
interested in the financial and economic stability of debtor countries 
in all parts of the world. I am interested in the financial and economic 
stability of the United States, and I want the American commercial 
policy to be directed toward the promotion of such stability in this 
country, regardless of how it might affect other countries. I do not 
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particularly want the commercial policy of the United States to 
injure other countries, but I do want it to benefit this country and 
the people of this country at any cost, even at the cost of injuring 
other countries.” 

The average American is no different from the average English. 
man or the average Frenchman or the average German in taking 
such an attitude. The average man of any country wants the com- 
mercial policy of his country to promote the national interest, and 
more particularly his own interest. And the desire of the average 
man in this respect is likely to come pretty closely to dictating the 
commercial policy of any country. Unless the policy which so many 
economists have been recommending for years, and which is. now 
recommended specifically to the United States by the Carnegie 
Endowment International Conference, is in the interest of the 
United States and of the American people, and unless the American 
people can become convinced of this, the Government of the United 
States in all probability will continue to ignore such recommendations, 

Is such a policy truly in the interest of the United States? Is it 
essential to the welfare of the American people that such a policy be 
adopted by their government? If so, then nothing is more important 
than that the American people should become convinced of it. I 
believe it is so. And I propose to set forth herein why I believe it is 
so, and why I think the American people should demand that their 
government adopt such a policy. 


IT 


Nearly sixteen years ago (in December, 1919), President Wilson, a 
few months after he returned from the Peace Conference, pointed 
out that the United States, as a creditor nation, must adopt a com- 
mercial policy which would enable the debtor countries to meet their 
obligations in goods and services. He pointed this out quite as 
definitely as it is now set forth in the recommendation by the Carnegie 
Endowment International Conference. Moreover, he warned that 
if this were not done the result would be just such a collapse of world 
trade as has taken place, with the attendant industrial stagnation 
and unemployment which have accompanied it. In his annual mes- 
sage to Congress, delivered December 2, 1919, President Wilson said: 


A fundamental! change has taken place with reference to the 
position of America in world affairs. The prejudice and passions 
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to engendered by decades of controversy between two schools of 
ind political and economic thought, the one believers in protection 
of American industries, the other believers in tariff for revenue 
only, must be subordinated to the single consideration of the 
public interest in the light of utterly changed conditions. 

sh- Before the war America was heavily the debtor of the rest ‘of 


ing 


ing the world and the interest payments she had to make to foreign 
m- | countries on American securities held abroad, the expenditures 
nd of American travelers abroad, and the ocean freight charges 
we she had to pay to others, about balanced the value of her pre- 
war favorable balance of trade. During the war America’s ex- 
the | ports have been greatly stimulated, and increased prices have 
ny increased their value. On the other hand, she has purchased a 
ow | large portion of the American securities previously held abroad, 
gie has loaned some $9,000,000,000 to foreign governments, and 
sad has built her own ships. Our favorable balance of trade has thus 
- been greatly increased and Europe has been deprived of the 
aa | means of meeting it heretofore existing. 
red Europe can have only three ways of meeting the favorable 
ns, balance of trade in peace times; by imports into this country 
it of gold or of goods or by establishing new credits. Europe is in 
: no position at the present time to ship gold to us nor could we 
be : contemplate large further imports of gold into this country with- 
nt out concern. The time has nearly passed for international gov- 
I ernmental loans and it will take time to develop in this country 
i. a market for foreign securities. Anything, therefore, which 
er would tend to prevent foreign countries from settling for our 
| exports by shipments of goods into this country could only have 
the effect of preventing them from paying for our exports and 
' therefore of preventing the exports from being made. The produc- 
tivity of the country, greatly stimulated by the war, must find an 
a | outlet by exports to foreign countries, and any measures taken 
ed to prevent imports will inevitably curtail exports, force curtail- 
vat ment of production, load the banking machinery of the country with 
m- credits to carry unsold products, and produce industrial stagnation 
eir | and unemployment. If we want to sell, we must be prepared 
as | to buy. 
i Whatever, therefore, may have been our views during the 
, period of growth of American business concerning tariff legisla- 
at tion, we must now adjust our own economic life to a changed con- 
Id dition growing out of the fact that American business is full 
on grown and that America is the greatest capitalist in the world. 
a This remarkable statement—remarkable, that is, in the light of 
d: | all that has happened since it was made—presents accurately the 


) situation which faced the United States at the close of the World 
| War. Prior to the war the United States had shipped abroad every 








302 


year more goods than foreign nations shipped to the United States, 
During the twenty years immediately preceding the war the average 
annual excess of American exports amounted to about $400,000,000, 
During the fiscal year ending June 30, 1914, the last pre-war year, 
the total of American exports was valued at $2,365,000,000, which 
was $471,000,000 more than the value of the foreign goods imported 
into the country that year. This annual excess of exports was paid 
for with the proceeds of the interest due on American securities 
owned abroad, the expenditures of American travelers abroad, freight 
charges on foreign ships paid by Americans, and similar items. But 
the World War increased the value of American exports so rapidly, 
without a corresponding increase of imports into the United States, 
that this situation was completely reversed long before it was over, 
Europe gave up most of its American securities, shipped about a 
billion dollars worth of gold to this country, and did everything else 
possible to pay the enormous bill for American goods which mounted 
every vear, but at the close of the war the world owed the United 
States far more than the United States had ever owed the world. 

Now, if it was the interest due from the United States to foreign 
holders of American securities that enabled it during the pre-war 
period to sell more goods to the rest of the world than it bought from 
the rest of the world, how could the United States go on selling more 
than it bought, now that foreigners were not receiving this interest 
any more? Indeed, how could it sell even as much as it bought, now 
that the rest of the world had to make annual interest payments to 
the United States? 

President Wilson correctly stated the situation when he said that 
if we were to continue to sell as much goods to the world as we had 
been selling, to say nothing of increasing our sales, Europe would 
have to do one of three things: ship us gold, borrow more from us, 
or ship us goods. He said that Europe was in no position to ship 
us gold, and that was true. During forty years preceding the war 
the net imports of gold into the United States had been only about 
$200,000,000, and yet during the war Europe shipped us about five 
times that much gold. Europe had shipped us so much gold, in fact, 
that during 1919 it became advisable for us to ship some of it back 
in the form of loans. So, really, Europe was in no position to ship us 
gold in meeting its annual obligations to us and paying for an excess 
of American goods. 
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The same was true with respect to foreign securities. President 
Wilson said it would take time to develop in the United States a 
market for foreign securities. As to the truth of this statement, it 
need only be pointed out that the Treasury Department of the 
United States, while still making new loans to foreign countries, 
had found it necessary in September, 1919, to agree to a suspension 
of all interest payments on foreign loans already made for a period 
of two or three years. There were palpably no means by which interest 
on new foreign securities could be transferred to American investors, 
except, of course, from the proceeds of the sale of more new foreign 
securities in the United States. In such a situation the development 
of an American market for foreign securities was out of the question 
for the time being. 

It should be pointed out, however, that even the shipment of gold 
to the United States by Europe or the sale of foreign securities in 
the United States or both of these would not have solved the problem. 
It is particularly important to emphasize this, because, in spite of 
the accuracy of this appraisal of the situation in 1919, both of these 
methods of attempting to solve the problem were subsequently 
adopted. There is a definite limit to the ability of any country to 
ship gold. When the gold reserve of European countries became 
depleted, the situation would be worse than ever. And while the 
American exchange created by the sale of foreign securities in the 
United States is available to meet obligations and pay for American 
goods during the year the sale is made, every such sale adds to the 
annual interest bill to be paid, and sooner or later the time is reached 
when the interest on the securities held by Americans is greater 
than the annual sale of new securities to Americans. Then the method 
will not work any longer. As I have said, both of these methods were 
subsequently adopted, worked for a while, and then left the situation 
worse than ever. The necessity of increasing imports into the United 
States in order to maintain American exports was even more urgent 
in 1919, if anything, than President Wilson made it out to be. The 
alternatives, as experience proved, were no more than means of 
postponing the crisis, which would make the crisis all the more 
severe when further postponement became impossible. 

The real dilemma which has faced the United States for the past 
fifteen years has been that of adjusting itself to its changed status 
among the nations by modifying its commercial policy in such a way 
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as to accept a larger volume of imports or of seeing its export trade 
reduced almost to the vanishing point. President Wilson correctly 
summarized the situation when he said that “any measures taken to 
prevent imports will inevitably curtail exports, force curtailment of 
production . . . and produce industrial stagnation and unemploy- 
ment.’’ This was bound to be the effect of curtailing imports as soon 
as all temporary and makeshift influences were out of the way, for 
in that event the curtailment of imports was bound to mean curtail- 
ment of exports, and the relation of export demand to the domestic 
purchasing power of the American people is such that any great 
curtailment of exports was bound in turn to force curtailment of 
production and produce industrial stagnation and unemployment. 

It was not the increased productivity occasioned by the war, as 
some seem to think, that created this necessity of an export market, 
this relation of dependence of the home market on an adequate 
export market. An important percentage of the population was 
engaged in the production of export commodities for many years 
prior to the war and constituted a considerable part of the domestic 
market for American products of all kinds. The farmers of the 
country especially were greatly dependent on an adequate export 
market. The extent of this dependence may be judged from the 
circumstance that before the war there was normally exported 63 
per cent of the cotton produced in the United States, 47 per cent of 
the tobacco, 28 per cent of the lard, 20 per cent of the wheat, and an 
appreciable percentage of other agricultural products. But it was not 
the farmers alone who had to have foreign markets to prosper. More 
than half the copper produced in the United States before the war 
was exported, 52 per cent of the kerosene, 37 per cent of the lubricat- 
ing oil, 36 per cent of the typewriters, 32 per cent of the sewing 
machines, 20 per cent of the cash registers, 18 per cent of the printing 
machinery, and a material percentage of the farm machinery, loco- 
motives, motorcycles, steel rails, pipe and boiler tubes, and many 
other similar items. The aggregate number of persons engaged in the 
production of such export commodities was large enough to make a 
determining difference in the level of domestic trade and of produc- 
tion for the domestic market. 

It must not be assumed, however, that exports affected the pur- 
chasing power of persons engaged in these various lines only to the 
extent of the percentages cited. In most instances a falling-off in 
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exports affected everybody in the industry. When the outbreak of 
the World War in 1914 curtailed the foreign market for cotton and 
caused the cotton exchanges to be closed during the first three 
months of the war, the effect was to collapse the price from 13 cents 
a pound to 7% cents a pound of all of the eight billion pounds of 
American cotton that had been produced that year and to reduce 
the purchasing power of all of the cotton farmers, not merely a per- 
centage of them, by a total of more than $450,000,000. In like manner 
a decline in foreign demand for any of these products affects the 
purchasing power of everybody engaged in their production. It is 
hardly necessary to point out how such a decline in purchasing power 
affects the home market. The entire home market, for years before 
the war, was greatly dependent on an adequate foreign market 
for American products, including the home market for products 
which were not exported at all. That is why, as President Wilson 
said, the curtailment of exports was bound to “force curtailment 
of production and produce industrial stagnation and unemployment.” 
And inasmuch as the curtailment of imports, in the new situation 
which the United States had come to occupy, meant also the curtail- 
ment of exports, the real choice which has been facing the American 
people for fifteen years has been that of reforming their commercial 
policy so as to admit more imports or enduring a long period of 
chronic stagnation and unemployment. That was the choice before 
them in 1919 and it is the choice before them today. 


III 


That the American people have not recognized that such a choice 
lay before them can hardly be said to be remarkable. During the years 
of industrial development and of a rapidly expanding domestic mar- 
ket in the United States prior to the World War there was no occasion 
to give any particular attention to export trade. I think it can be 
truly said that the dominant public attitude toward export trade, 
so far as such a thing existed, consisted largely of a naive assumption 
that export trade was not a very significant factor in American 
economy. In any event, the commercial policy of the United States 
has never been directed toward expanding the export market. It 
has always been predicated on the idea that the export market and 
the home market are two distinct and separate things, having little 
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or no relation to each other, and that compared with the home 
market the export market is insignificant. American commercial 
policy has always been directed primarily toward limiting imports, 
It has never been consciously designed to promote the sale of Ameri. 
can goods abroad; its object has been chiefly that of limiting the 
sale of foreign goods at home. And so long as the United States was 
a debtor nation the limiting of imports did not necessarily limit 
exports. Because of this, the very close relation which has always 
existed between the export market and the home market has been 
obscured. 

The behavior of American exports during the great depressions 
of the past—the so-called panics—has not been of a character to 
disclose this relation. Neither the panic of 1873 nor that of 1893 was 
accompanied by any great disturbance of our export trade. There 
was no decline of our exports, for example, in 1874. On the contrary, 
there was an increase in spite of declining prices. Then in 1875 exports 
decreased in value as compared with those of 1874, but the decline 
was less than 13 per cent, and the value of the 1875 exports was 
less than two per cent below that of the exports of 1873. Then a new 
advance in the value of our exports started. The depression was not 
over by any means, but exports continued to climb from that point 
forward. There was a little more disturbance of exports during the 
depression which began in 1893, but it can hardly be said to have 
been notable. Exports for 1893 were about 18 per cent below those 
of 1892 in value. Then there was an increase in 1894, and another 
decline in 1895, the low point being 21.8 per cent below the exports 
of 1892. Then the advance began again. 

Imports declined, to be sure, during both of these depressions. It 
took seven years for imports to reach again the same value as those 
of 1873, and it took nine years for imports to recover completely after 
the drop from the level of 1893. But this did not affect exports. On 
the contrary, it only helped to increase the “favorable” trade 
balance, and made it easier to meet American obligations abroad 
without shipping gold. Indeed, the depression of 1873 marked the 
transition of the United States from an “unfavorable’”’ to a “‘favor- 
able” balance. In 1872, the year before the panic, imports into the 
United States exceeded exports by $138,000,000. By 1876 this was 
changed to an export balance of $64,000,000, and in 1879 the export 
balance had reached the unprecedented amount of $252,000,000, 
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The panic of 1893 was ushered in by a temporary shift to a slight 
“unfavorable’’ balance, but this was reversed the next year through 
a sharp decline in imports, and from that time forward the excess 
of exports kept climbing until it reached $637,000,000 in 1901. 
During both of these periods the American people witnessed the 
spectacle of declining imports accompanied by increasing exports. 
The reason this could happen, of course, was that the excess of 
exports went to pay obligations abroad. If there was more than was 
needed for this purpose, and Europe had to ship us gold, that was a 
healthy condition, because the United States needed the gold to 
support its currency. In such circumstances the relation between 
exports and the domestic market was obscured, and on the surface 
there was no apparent relation between imports and exports. There 
was no danger, in any event, in limiting imports. Indeed, there 
was some virtue in this policy, for it tended to insure a favorable 
balance for the payment of obligations abroad, it made it unnecessary 
for the United States to ship gold to Europe, and it even compelled 
Europe, on occasion, to ship gold to us. 

There were objections to the policy of limiting imports—the high 
protective tariff policy—even in these circumstances, of course. But 
there were good arguments on both sides. The objections to the high 
tariff policy were that it tended to create and maintain an artificially 
high price level, that it tended to promote monopoly, and that it 
placed producers of export commodities, among whom were most 
of the farmers, at the very real disadvantage of buying protected 
products at high domestic prices while they sold their own products 
at world prices. There was in this situation a sharp clash of interests, 
which was not softened by the circumstance that in some of its 
aspects it was a sectional clash. There was room for wide differences 
of opinion as to where the interests of the nation as a whole might 
lie, but the protectionists made out a strong case from that angle. 

The significant thing about the controversy, however, was that 
the argument that the limiting of exports was a bad commercial 
policy because it tended to reduce the volume of international trade 
played little or no part in it. In the first place, there was no obvious 
evidence that it did reduce trade; and in the second place there was 
no widespread belief, even among the opponents of the policy, that 
export trade was essential to domestic prosperity. As I have said, 
the demand for American goods abroad, created by the foreign pur- 
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chasing power which the proceeds of American interest payments 
constituted, largely obviated the necessity of creating foreign pur. 
chasing power and demand by means of importation of foreign goods, 
This minimized the effect of imports on exports, and as it insured a 
constantly expanding export market, the close relation between 
exports and domestic prosperity was very seldom revealed. 

In all these circumstances, the protectionists had much the better 
of the argument, and in time the high protective tariff policy became 
the “settled policy”’ of the nation. The sharp reversal of status 
experienced by the United States during the World War changed 
the circumstances radically, but the large importations of gold 
between 1919 and 1924 and the immense exports of American capital 
between 1924 and 1929 postponed the effect of this change on our 
commodity exports and thus made possible a continuance and even 
an intensification of the high tariff policy without immediate conse- 
quences. We continued to sell more to the world than we bought 
from the world, and we sold in ever increasing quantities. The result 
was an unprecedented domestic prosperity so long as the artificial 
and temporary influence of gold imports or capital exports continued 
to operate. When the latter influence ceased to operate in 1929 the 
whole house of cards collapsed, of course, and the bewildered average 
man, who had been led to believe that we were living in a “new 
era,”’ is still trying to learn precisely what happened. 

What happened was what President Wilson, more than fifteen 
years ago, predicted would happen if the policy of limiting imports 
was continued and expanded. In the absence of imports of gold or 
exports of capital, he said, the limiting of imports “will inevitably 
curtail exports . . . and produce industrial stagnation and un- 
employment.”’ President Wilson recognized the implications of the 
new status the United States had come to occupy among the nations. 
And he recognized also that this change called for an entirely new 
attitude on the tariff question. “‘The prejudice and passions,” he 
said, ‘‘engendered by decades of controversy between two schools 
of political and economic thought, the one believers in protection 
of American industries, the other believers in tariff for revenue only, 
must be subordinated to the single consideration of the public interest 
in the light of utterly changed conditions. . . . Whatever, there- 
fore, may have been our views during the period of growth of Ameri- 
can business concerning tariff legislation, we must now adjust our 
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own economic life to a changed condition growing out of the fact that 
American business is full grown and that America is the greatest 
capitalist in the world.” 

| think we would have been spared much loss and misery had this 
view of the tariff determined our commercial policy during the past 
fifteen years. And I am convinced that until this view does determine 
our policy we shall make no real headway toward restoring what we 
have lost or effectively relieving the suffering of millions of our 
people. The record of the past fifteen years bears out abundantly the 
implications of this view, but even this, to me, palpable circumstance 
js not widely recognized among the American people today. The 
infallible indication that it is not widely recognized is that this view 
of the tariff question, formally expressed by a President of the 
United States in officially addressing the Congress, has not figured 
at all in the practical politics of the country from that day to this. 
And yet, the record is there for all to examine. 


IV 


“The time has nearly passed for international governmental 
loans,"’ said President Wilson in December, 1919, and government 
lending to Europe was terminated before the close of 1920. As has 
already been noted, in September, 1919, all interest payments on 
the loans were suspended for a period of years. For the time being 
it was insured, at least, that foreign ability to buy American goods 
would not be reduced by utilizing purchasing power to pay interest 
on the bill for American goods that had already been consumed. 
That the termination of government lending, in all the circumstances, 
would bring about a collapse of the inflated values and prices which 
had been occasioned by the abnormal volume of exports to Europe 
and the expansion of credit during the war was to have been expected, 
of course. And the collapse came promptly. Exports in 1921 were 
more than 45 per cent below those of 1920 in value, and the value 
of imports declined more than 52 per cent. And whereas the value 
of the 1920 imports had been about 64 per cent of the value of the 
exports of that year, the value of the 1921 imports fell to only 56 
per cent of the value of 1921 exports. Even with the government 
loans being expended for exports during 1920 it had been necessary 
to make net shipments of nearly $100,000,000 of gold to the United 
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States. Without the support of such loans, and with a sharper decline 
in the value of imports, the net shipments of gold in 1921 rose to 
the huge sum of $667,000,000. That such an abnormal situation could 
not continue very long will be recognized at once. Plainly, it would 
not be possible in time of peace for the rest of the world to buy from 
the United States each year nearly twice as much goods as the 
United States bought from the rest of the world. One of two things 
would have to happen: either American importation of foreign goods 
must be increased, or American exportation of American goods must 
be decreased. Which would it be? 

There was apparent during 1922 a tendency for both of these things 
to happen. Imports were increasing and exports were decreasing, 
What was happening may be judged from the fact that at the end 
of the year it was found that exports had decreased about 14 per 
cent and imports had increased about 24 per cent. The value of the 
imports for the year was the equivalent of 81 per cent of the value 
of the exports, and there was a net importation of gold of $238,000, 
000. This would appear to have been healthy improvement of the 
situation, especially in view of the circumstance that the rate of 
increase in imports was a little higher than the rate of decrease of 
exports. 

The gentlemen of Congress, however, didn’t think it was healthy. 
They had promptly passed an emergency tariff bill early in 1921, but 
they now passed a general tariff bill, increasing the rates on about 
everything imaginable. They had visions of the country being 
deluged with cheap foreign goods, especially manufactured goods. 
The record shows that the increase in imports was chiefly of raw 
materials for our manufacturing industries, this class of commodities 
showing a gain of more than 37 per cent over the previous year, 
whereas the increase in imports of finished manufactures was less 
than 7 per cent. Incidentally, the total value of these finished manu- 
factured goods was equivalent to about six dollars per capita of the 
population of the United States, whereas the per capita income of 
the American people that year was about $566. Also, the value of 
the American manufactured goods exported that year was nearly 
twice that of the foreign manufactured goods imported. Neverthe 
less, by enacting the Fordney-McCumber Tariff Act, Congress took 
what it believed to be the proper steps to meet the situation. It 
placed new barriers in the way of imports, and thus insured that 
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foreigners would not be permitted to pay for American goods and 
pay their debts in the United States entirely with their own goods. 

It is to be noted that one of the excuses given for increasing the 
tariff rates was that the currencies of European countries had been 
depreciated. And yet, by putting the rates higher, the American 
Government was aggravating this currency situation, inasmuch as 
it thus compelled the shipment of more gold to the United States. 
Net shipments of gold during 1923 and 1924 amounted to $552,000,- 
000. By that time the process of deflating Europe and inflating 
America had proceeded far enough to warrant the marketing of 
foreign securities in the United States on a large scale, and more 
than a billion dollars of new foreign loans, exclusive of funding, were 
floated in this country in 1924. 

If anyone thinks all this is “ hindsight” and that nobody advocated 
a different course while this process was going forward, he need only 
read some of the things that were said and written by competent 
economists in comment on these events while they were happening. 
Iam absolutely sure he would change his mind on this score if he 
would read the Chase Economic Bulletin for August, 1925, written 
by Dr. Benjamin M. Anderson, Jr., economist of the Chase National 
Bank. In that bulletin, written yearly ten years ago, Dr. Anderson 
described accurately, at length and in detail, what was happening. 
Discussing the question of why our exports were holding up and why 
we had escaped the necessity of accepting an excess of imports, he 
gave the reasons as (a) that until recently Europe had not paid 
anything on its debts, (b) that Europe had been draining itself of 
gold, (c) that our high tariffs had checked commodity imports, 
(d) that we had been making new loans abroad. “ The main influence 
sustaining our favorable trade balance,” said Dr. Anderson, “has 
been the vast volume of foreign loans which we have been making.” 

Keep in mind that this was in August, 1925, and note two ques- 
tions raised by Dr. Anderson. “How long,” he asked, “shall we 
continue to make foreign loans on this scale?’’ And then he inquired: 
“By what miracle does it happen that we have been able so easily 
to make vast foreign loans?’’ Answering the latter question, Dr. 
Anderson said: 

The great abundance of funds in the money market since 


March of 1924 has not represented a sudden increase in the 
volume of investors’ savings, but rather has represented a great 
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expansion of bank credit induced by our great excess of gold, 
accentuated by the cheap-money policy of the Federal Reserve 
banks. The Federal Reserve banks, in addition to keeping 
their rediscount rates below the market, have also systematically 
increased their open-market purchases of government securities 
and acceptances when rediscounting on the part of member 
banks declined, injecting unneeded funds into the money 
market, breaking money rates below their natural level, piling 
up reserves in the commercial banks which commerce could 
not use, and leading to an immense expansion of the investment 
account and the stock and bond collateral loan account of the 
commercial banks. 


Then, answering the other question—‘‘ How long shall we con- 
tinue to make foreign loans on this scale?’’-— Dr. Anderson said; 


If the Federal Reserve banks are prepared to continue in- 
definitely a policy of artificially easy money and if at the same 
time the strong borrowers of Europe are prepared indefinitely to 
offer long-time securities in adequate volume in the United 
States, then we may continue, despite our existing tariff policy, 
to have a large volume of exports for a prolonged period—with 
a resultant appalling credit congestion when the day of reckoning 
comes. But it is not to be expected that both of these things will 
long continue. For this combination of high-protective-tariff 
and cheap-money policy in the existing world unbalance we 
shall ultimately pay with a congested market investment accom- 
panied by a sharp falling-off of our export trade. With an early 
modification of our tariff policy and a modification of our Federal 
Reserve bank policy, it is still possible to avoid congestion in our 
commodity markets and in our general business situation. 


Such a keen and accurate analysis of the situation and sucha 
clearly enunciated and categorical warning, by so competent an 
authority, must be counted a part of the record. It stands beside 
the analysis and warning made by President Wilson five years earlier, 
supporting and amplifying it. And certainly it is proof that what 
was going on was being observed by competent judges, and that 
ample warning of the inevitable consequences was sounded in time 
to have been of use. 

It need hardly be said that this warning was not heeded. The heavy 
buying of foreign securities by American investors continued ut 
abated, even though the “strong borrowers’”’ of Europe did not 
continue to offer them in adequate volume to supply the demand 
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which American salesmen knew how to stimulate. The manner in 
which some of these foreign issues were provided and the high- 
pressure methods used to stimulate the demand for them have since 
become an international scandal. New foreign securities marketed 
in the United States in 1925, the year of Dr. Anderson’s warning, 
amounted to $1,076,000,000. In 1926 the amount was $1,125,000,000, 
in 1927 it was $1,337,000,000, and in 1928 it was $1,251,000,000. 

On the unstable base of this vast annual export of capital from 
the United States there was reared a fantastic system of interna- 
tional transactions that made inevitable a world catastrophe when- 
ever this base was withdrawn. For it must be remembered that 
while American statesmen were taking the attitude that Europe must 
in no event be permitted to pay its obligations to us in goods and 
services, the statesmen of the countries formerly allied in war against 
Germany were insisting that Germany must pay impossible amounts 
in “reparations,” but that in no event must payment in goods and 
services be permitted. In due course, the United States reached 
agreements with its debtor countries for the payment of interest 
and annual instalments on their debts to the American Government, 
and in due course also the leading debtor countries worked out an 
arrangement by which their payments to the United States were 
met out of the proceeds of the reparation payments from Germany. 

But where did Germany obtain the means of making such vast 
international payments? It is no part of my purpose here to discuss 
the vicissitudes of German finances during this period. But, in the 
last analysis, it is true that Germany borrowed what it paid, chiefly 
from the United States. In due course a process was in operation 
which, if continued long enough, would have had the effect of con- 
verting the reparations debt of Germany to the Allies into a vast 
debt of Germany to private investors, chiefly American investors. 
It would be easy to demonstrate that in the long run Germany 
could no more pay this vast debt to private investors, except in 
goods and services, than it could pay it to the Allies, except in goods 
and services. It is not necessary to demonstrate this, however, be- 
cause the transfer of the reparations debt to private investors in 
anything like a full amount would have been impossible. Sooner or 
later private investors would balk. Certain it was that sooner or 
later the capacity of American investors to absorb foreign securities 
would be exhausted. And then would come the day of reckoning. 





= 
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Well, the day of reckoning came in 1929. The sale of foreign securi. 
ties in the United States that year fell off more than 46 per cent 
from the total of the previous year and the game was over. 


V 


As the years pass, I think, the manner in which American states. 
men acted in the face of this crisis will become increasingly in- 
credible and preposterous. It is difficult enough to understand how 
they failed to realize at last that the course followed during the 
previous ten years had been entirely a mistaken one. But by what 
process of reasoning they arrived at the conclusion that the situation 
for the American people, to say nothing of the people of the world, 
could be improved by raising the tariff rates still higher and restrict- 
ing imports into the United States still further seems to me to be 
beyond comprehension altogether. How it could escape their under- 
standing that such a move could only aggravate an extremely disas- 
trous condition, which was bound to grow worse in any event, is 
too much for me to attempt to explain. The enactment of the Haw. 
ley-Smoot Tariff Act, at such a time and in such circumstances, was 
undoubtedly the prize exhibition of official stupidity in an era which 
is unrivalled in history for official exhibitions of stupidity. 

Commodity imports into the United States in 1929 were valued at 
approximately 84 per cent of the value of American exports for that 
year, and finished manufactures constituted less than 40 per cent 
of the total imports. The total of 1929 imports were valued at less 
than the imports of 1926, and the same had been true of the imports 
of 1927 and of 1928. There had been a slight increase in the imports 
of finished manufactures, but the total of this class of imports for 
1929 was less than 14 per cent in excess of those of 1926. Moreover, 
the exports of American finished manufactures in 1929 constituted 
49 per cent of the value of our domestic exports and nearly three 
times the value of the imports of foreign finished manufactures. 
I single out finished manufactures because it was only in that classifi- 
cation that there had been any appreciable rise in imports at all as 
compared with 1926, which was the peak year of imports. 

Nevertheless, the gentlemen of the majority in Congress con- 
cluded that we were again in danger of being ‘swamped with foreign 
goods’’ and they proceeded to increase the rates of the already high 
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Fordney-McCumber tariff by more than 20 per cent. The decision 
to take this action was the signal for one of the most remarkable 
demonstrations of its kind in history. No less than thirty-six countries 
made diplomatic representations through the American Department 
of State against proposed increases in the bill, and a protest signed 
by more than one thousand American economists, representing 
forty-six States and 179 universities, was filed with Congress and 
with the President. The protest from Czechoslovakia was charac- 
teristic of the tone of many others, and it pointed out that “the 
adoption of the proposed tariff would of necessity throw thousands 
of people into the ranks of the unemployed and bring a crisis to 
Czechoslovakian industry, causing a general depression and of 
necessity decreasing the buying power of the people and diminishing 
imports even of the most necessary articles.”’ 

The protest of the American economists again called the attention 
of American statesmen to the truth so repeatedly enunciated by the 
highest authorities during the past fifteen years, that international 
obligations can be met only in goods and services. It pointed out 
that great numbers of our citizens were the owners of foreign securi- 
ties, and that the further limitation of imports would mean the 
practical destruction of their value. It added: 

The Department of Commerce has estimated that such in- 
vestments, entirely aside from the war debts, amounted to 
between $12,555,000,000 and $14,555,000,000 on January I, 
1929. These investors, too, would suffer if restrictive duties 
were to be increased, since such action would make it still more 
— for their foreign debtors to pay them the interest due 
them. 


This protest pointed out also, just as President Wilson, Dr. Ander- 
son, and many others had done repeatedly, that the net effect of 
further restriction of imports would be to reduce exports and cause 
unemployment. It said: 


Our export trade, in general, would suffer. Countries cannot 
permanently buy from us unless they are permitted to sell to 
us, and the more we restrict the importation of goods from 
them by means of our ever higher tariffs, the more we reduce 
the possibility of our exporting to them. . . . America is now 
facing the problem of unemployment. The proponents of higher 
tarifis claim that an increase in rates will give work to the idle. 
This is not true. We cannot increase employment by restricting 
trade. 
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All this was of no avail, however. The Hawley-Smoot Tariff Bij 
was passed by both houses of Congress by the usual log-rolling 
methods at the behest of a narrow-minded and ignorant lobby, 
and President Hoover signed it in due course. By that Act, whatever 
chance existed to stem the operation of the forces of disintegration 
which already had been set in motion was destroyed. The world 
depression was started on its way at top speed. Promptly more 
than forty other countries sought to adjust themselves to the situa- 
tion created by setting up barriers against American goods. They 
had no choice. Most of them had sought to avoid the necessity of 
taking such a course by protesting. But now, if their own goods 
were to be barred from America, they were compelled to bar American 
goods so far as possible from their own borders, because the stability 
of their currencies and other considerations made it impossible for 
them to pay for American goods in gold. World trade started on the 
toboggan in dead earnest. American exports, which had declined 
26 per cent in 1930 below the 1929 total, dropped 39.5 per cent 
below the 1930 level in 1931, and then went down 33.4 per cent 
below that in 1932. The value of the 1932 exports was lower than the 
value of those in any year since 1905, when there were forty million 
less people in the United States! 

The process of disintegration reached an inevitable stage when 
on June 20, 1931, President Hoover proposed a one-year moratorium 
on all intergovernmental debts, including, of course, German repara- 
tions. There was nothing else to do. Germany could not pay, in all 
the circumstances, and if Germany couldn’t pay, the Allies couldn't 
pay. As a matter of fact there had been little real payment by any- 
body during the previous ten years, except by private investors, 
especially American investors. And now they were left holding the 
bag, as they were foredoomed to do. Indeed, it may be said that the 
real bag-holders were the millions of bank depositors in the country, 
for the natural climax of the whole debacle came on March 4, 1933, 
when every bank in the United States was closed by proclamation 
of the President of the United States. And there is a sense in which 
it is gospel truth that the primary and fundamental cause of it all 
was the stubborn refusal of statesmen and peoples alike to face 
squarely the simple fact that obligations among nations can be met 
ultimately only in goods and services, whether those obligations are 
the mutual undertakings of traders living in different countries, or 
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debts contracted between the governments of different nations in 
the prosecution of a war. 

That is why when sixty competent men from ten countries, in- 
cluding some of the leading economists and students of international 
affairs in the world, sat down around the table to discuss the world’s 
problems, the first action they took was to enunciate again this 
simple truth. And that is why I say that if the Carnegie Endowment 
Conference had done nothing else than make this single pronounce- 
ment, it would nevertheless have pointed the way to world recovery 
and to the resumption of world progress. 


VI 

The greatest obstacle to world recovery today is the commercial 
policy of the United States. I do not mean the policy represented by 
the efforts which the American Government, through Secretary of 
State Cordell Hull, is making to negotiate reciprocal trade agree- 
ments. That policy faces in the right direction, and, in the absence 
of anything better, it should be given whole-hearted support. I fear, 
however, that unless there develops a greater degree of militant public 
support of Secretary Hull's efforts, the Reciprocal Trade Act will 
turn out to be little more than an “alibi” for the administration 
and the Democratic majority in Congress on the tariff question. In 
any event, the policy which it represents is far from being the 
dominant commercial policy of the United States. 

When I say that the greatest obstacle to world recovery is the 
commercial policy of the United States I mean the policy embodied 
in the rates of the Hawley-Smoot Tariff Act, the policy exemplified 
by the American attitude on war debts, the policy which prompted 
the almost unanimous enactment by Congress of the Johnson foreign 
security boycott act, the policy which every foreign country en- 
counters at our shores and along our borders when it attempts to 
ship its goods to us in exchange for our own. 

It is almost universally agreed among those who are competent 
to judge that there can be no real recovery until the chaotic currency 
and exchange situation in the world is cleared up through a greater 
degree of stabilization. The Carnegie Endowment International 
Conference makes a strong recommendation on that subject, and 
its importance cannot be exaggerated. A sound and stable interna- 
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tional standard of exchange is absolutely essential to world recovery extre 
and to the resumption of world progress. It is true also that the estab. out t 
lishment and maintenance of such a standard would have the effect State 
of removing many of the existing trade barriers. But how is sucha > eithe 


standard to be maintained while the richest nation in the world, certa 
a nation to which the world owes billions and which is already in the v 
possession of nearly half of the world’s gold, refuses to accept goods Th 


inter 
Amer 
so as 
of th 
of th 
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in settlement of international obligations? The tendency of gold to 
flow to the United States is so strong that it would upset any cur- | 
rency and exchange stabilization arrangement that could be made, 
This policy of the United States was one of the major contributing 
causes of the present chaotic condition, and the condition cannot | 
be cured without removing the cause. So long as the United States 
continues to follow such a policy any lasting stabilization of inter. /  distir 
national exchange will be impossible. trans 
This does not mean, however, that the rest of the world is com- in an 
pletely at the mercy of the United States. I think I discern signs quest 
that the world is attempting, whether consciously or unconsciously, ment 
to adjust itself to this situation and to learn to get along without the be m 
United States as much as possible. Certainly the commercial policy and c 
of the United States makes it to the interest of nearly every nation whick 
in the world to reduce its purchases of American goods to a minimum, ) concl 
The case of cotton may be an index of the direction in which things in kee 
are moving. During the fiscal year ending July 31, 1934, the world the A 
outside of the United States consumed more cotton than during any + interc 


other twelve months in all history. And yet it contrived somehow | The 
to reduce its consumption of American cotton. The same thing in the 
happened even to a more marked degree during the first six months \ Natio 
of the fiscal year of 1934-35. It is true that the world increased its { Hutel 
purchases of some other American commodities during the calendar | men, 
year of 1934, but it also made a net shipment of gold to the United being 
States during the year of more than a billion dollars, and I do not societi 
believe it will do anything of that kind indefinitely. If the United ciatior 
States does not take the proper steps to make such a thing unneces- | Associ 
sary, I am inclined to believe that the rest of the world will find means } Psych 
to make it unnecessary. In other words, if the United States does Ameri 
not find a way to buy more from the rest of the world, the rest of author 
the world will be compelled to find a way to buy less from the United such ; 
States. It would not be entirely impossible, though it would be | of the 
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extremely difficult, for the rest of the world to attain recovery with- 
out the United States and to adopt a policy of leaving the United 
States to stew in its own juice. Such a policy would not be desirable 
either for the United States or for the rest of the world. But I am 
certain that it would be a great deal more desirable for the rest of 
the world than it would be for the United States. 

This, of course, is the crux of the whole matter: whether it is to the 
interest of the United States and essential to the welfare of the 
American people to change the commercial policy of the United States 
so as to adjust this country to its new status in relation to the rest 
of the world. The question is not whether it would be to the interest 
of this or that particular factory or this or that particular industry. 
It is not even whether it would be to the interest of agriculture as 
distinguished from the interest of manufacturing. The question 
transcends all such particular interests. Adjustment will be necessary 
in any event. Indeed, some adjustment already is in progress. The 
question is really under which policy will the smaller degree of adjust- 
ment be necessary, under which policy will the ultimate adjustment 
be more comfortable and the greater degree of stable prosperity 
and continuing progress be insured. And every unbiased investigation 
which has been made of that question recently has resulted in the 
conclusion that the true policy for the United States, the policy more 
in keeping with the interest of the United States and the welfare of 
the American people, is that which would increase our commercial 
intercourse with other nations. 

The most recent unbiased investigation of this question conducted 
in the United States was that of the Commission of Inquiry into 
National Policy in International Economic Relations, the so-called 
Hutchins Commission. This commission, composed of competent 
men, was created by the Social Science Research Council, the latter 
being an autonomous body representing seven national professional 
societies in the social science field: American Anthropological Asso- 
ciation, American Historical Association, American Economic 
Association, American Political Science Association, American 
Psychological Association, American Sociological Association, and 
American Statistical Association. It would be difficult to find a more 
authoritative or more disinterested auspices under which to have 
such an investigation made. Dr. Robert M. Hutchins, President 
of the University of Chicago, was chairman of the commission, and 
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its personnel included distinguished leaders in diffétent fields, none 
of whom could be said to have a personal ax to grind. The com. 
mission enlisted the assistance of a staff of research experts and 
held public hearings in all sections of the United States, devoting 
most of the year 1934 to the work. It published its report in Decem- 
ber, 1934, and here is the conclusion it reached with respect to our 
commercial policy, as set forth in that report: 


In order to advance the recovery of the world, the United 
States must promote the interchange of goods and services 
among nations. We believe that this policy is indispensable to 
the recovery and development of the United States. The Ameri- 
can Government . . . should do everything in its power to 
remove impediments to world trade. It should by action as 
rapid and dramatic as possible endeavor to reverse the trend 
toward economic isolation. Otherwise it must be prepared to 
accept a drastic dislocation and reorganization of industry and 
agriculture, of capital and labor. 


This, I say, is the conclusion reached by a commission composed 
of unbiased Americans, after a year of thoroughgoing research and 
investigation. In effect this conclusion is that the policy of permitting 
debtor countries to meet their obligations and to pay for American 
goods in their own goods and services is truly in the interest of the 
United States and that it is essential to the welfare of the American 
people that such a policy be adopted by their government. This 
is in line with what competent economists have been telling the 
American people since the World War. It is in line with what Presi- 


dent Wilson told the American Congress more than fifteen years + 


ago and with the recommendations made only last March by the 


Carnegie Endowment International Conference. During all that time | 


our public men have ignored this simple truth, and they still ignore 
it. It is because they have ignored it that most of the troubles from 
which we have suffered and are still suffering have come upon us. 
And it is because they continue to ignore it that, in the sixth year of 


world depression, we are still running in and out of governmental and | 


economic blind-alleys and are going around in circles, like a dog 
chasing his tail. Is it not about time that the American people 
awakened to the real situation and insisted on action in line with 
this simple truth? 

Our political parties are so constituted that it is difficult to get 
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action on a ma.cer of this kind until an aroused public opinion de- 
mands it. But this is not a partisan matter, in spite of the partisan 
battles fought over the tariff during the past one hundred years. As 
President Wilson said, ‘the prejudice and passions engendered by 
decades of controversy . . . must be subordinated to the single 
consideration of the public interest in the light of utterly changed 
conditions.” 
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INTERNATIONAL ECONOMIC CONFERENCE HELD AT 
CHATHAM HOUSE, LONDON, MARCH 5-7, 1935 


PROGRAM OF THE CONFERENCE 


TUESDAY, MARCH 5 


The President of the Carnegie Endowment opened the Conference, 
The Most Honorable the Marquess of Crewe in the Chair. 
Discussion opened by Dr. E. Heldring of Amsterdam. 
Topic: The promotion of trade, the reduction of unemployment 
and the restoration of agricultural prosperity. 


WEDNESDAY, MARCH 6 


J. A. Spender, Esq., in the Chair. 

Discussion opened by Professor T. E. G. Gregory of the University 
of London. 
Topic: The stabilization of national monetary systems. 


THURSDAY, MARCH 7 


The Right Honorable Sir Austen Chamberlain in the Chair. 
Discussion opened by Professor Philip C. Jessup of Columbia 
University in the City of New York. 
Topic: The better organization of the family of nations in order 
to restore confidence, to give security and to strengthen the founda- 
tions on which international peace must rest. 


RECOMMENDATIONS ADOPTED BY THE CONFERENCE 


I 


1. Seeing that the commercial policy of creditor nations is of 
supreme moment to the financial and economic stability of debtor 
countries in all parts of the world, this conference recommends 
that the Governments of the United States and Great Britain, the 
world’s greatest creditor nations, be requested to consult together 
and with such other governments as it might be advisable to ap- 
proach, for the purpose of agreeing upon measures to enable the 
debtor nations to meet their obligations in goods and services and 
thus of materially assisting in the work of creating stability and 


restoring confidence. 
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2. The conference draws the attention of governments to the 
desirability of forming low tariff or free trade unions on the model 
of the Ouchy Convention to which any nation which did not originally 
join might afterwards adhere on the same terms. 

In this connection attention is also directed to the treaty drafted 
at the Montevideo Pan-American Conference, with special reference 
to the most-favored-nation clause. 


IT 


Seeing that the instability of currencies and the chaotic condition 
of exchanges are among the chief causes of: 


1. the difficulties which trade experiences every day in con- 
cluding international transactions; 

2. many of the barriers farther restricting that trade, such as 

exchange restrictions, compensation and clearing treaties, 

quotas, and many of the increases of tariffs; 

the accumulation of gold at a few centres and the hoarding 

of gold on an extensive scale; 

4. the discouragement of long-term lending, the resumption 
of which would mean increased movement of goods and a 
reduction in the abnormal volume of floating balances; 

5. a narrowing of the world’s market and a decline of world 
prices, 


we 


We recommend that the leading governments, especially in the 
first instance those of France, Great Britain and the United States, 
should consult one another without delay for the purpose of coming 
to a provisional stabilization of exchange on the basis of gold— 


allowing for the possibility of readjustment in case of need—with a 


view to the establishment of a stable world gold standard. 


II] 


amentally, international, economic, anc anciz ) 
Fundamentall; t t I i nd financial problems 
depend for their solution upon the preservation of peace and the 


restoration of political confidence and security. 


Throughout the world, the people as a whole are earnestly desirous 
of peace and eagerly anxious that practical steps be taken to secure it. 
Therefore, the policies of governments and their use of the organs 
of international organization should be such as will strengthen the 
habit of consultation between nations on equal terms, and thus keep 
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them out of the atmosphere of war which, when it exists, make 
almost impossible an adequate period of time for negotiation and 
the peaceful solution of disputes. These policies would include: 


1. Strengthening the League of Nations and increasing its in. | BEL 


fluence and authority as an impartial instrument of all the A 

nations. } 2 
2. Steadily building the habit of the judicial settlement of in- V 

ternational disputes by use of the Permanent Court of | Vv 

International Justice, of the Permanent Court of Arbitration, | 

and of commissions of inquiry and conciliation. FRAD 
3. Checking the constant growth of armaments which may go | 

easily be used for violating the pledge given in the Pact of N 

Paris and which are so heavy a burden upon the tax-payer, L 
4. Steps to increase the effectiveness of the Pact of Paris by ; N 

providing a regular method of consultation and by affording \ 


an adequate interpretation of the Pact and of the obligations 

implicit in it. Si 
5. Recognition by peoples as well as by governments of the 

fact that continuous consultation is the best safeguard GER 

against war and that should restraints ever be necessary, 


economic measures could or would be effective if virtually D 
universal and that, if effective, military measures would be / V} 
unnecessary. so 
6. Cooperation of the nations to raise the standard of living sp 
of their several peoples and to assist in solving their pressing 
social problems as has already been undertaken through the | D 
International Labour Organisation. 
HOLL 
IV D 
etd s E ' : Fc 
Believing it to be important that there shall be made available } 
me 


in accessible form all possible accurate information with respect to : 
international economic relations, we recommend that the Trustees Ce 
of the Carnegie Endowment for International Peace and the offices} ppayy 
and directors of the International Chamber of Commerce shall give 





consideration to the practicability of sponsoring jointly the institu. PE 
tion of a competent commission to make a comprehensive and exhaus Pr 
tive survey and study of international economic relations in all d ; DI 
their aspects, to the end that a better understanding of these relations| _ | 
by the peoples of the world may be promoted and the cause NORW 
economic stability and progress furthered. SI 
Pre 

tor 
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ct to merce; Managing Director of the Netherlands Steamship 
pb Company and a Director of the Netherlands Bank. 
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saies Professor of Economics in the University of Rome. 
all ol DR. UMBERTO PADOVAN, Secretary London 
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SIR KARL KNUDSEN Oslo 


President of the Norwegian Chamber of Commerce; Direc- 
tor of Hambrose Bank, Ltd. 
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SWEDEN 


DR. E. CLASSEN Losi 
Secretary of the Swedish Chamber of Commerce in London, 


GREAT BRITAIN , 
SIR ALAN ANDERSON London | 
Director of the Bank of England; Director of the Suez | 
Canal Company; Manager of the Orient Line; Honorary 
Treasurer of the International Chamber of Commerce. 


SIR NORMAN ANGELL London | 


Author; Former M. P.; Awarded Nobel Peace Prize, 1934. 
THE HON. CYRIL ASQUITH London | 
Author; Barrister-at-Law. 
HENRY BELL London 
Banker. 

SIR WILLIAM BEVERIDGE London | 


Director of the London School of Economics and Political 
Science since 1919. 


WYNDHAM A. BEWES London | 
Secretary of Grotius Society. 
PROFESSOR ARTHUR L. BOWLEY London 


Professor of Statistics in the University of London; Mem- | 
ber of the Council of the Royal Statistical Society. 


SIR EDWARD BOYLE London ; 
Chairman of the Balkan Committee. 
C. J. L. BROCK, Secretary London 


Secretary of the Dunford House (Cobden Memorial) 
Association 
THE RT. HON. VISCOUNT CECIL OF CHELWOOD ! 
London 
President of the League of Nations Union; M.P., 1906-1923; 
Parliamentary Under-Secretary for Foreign Affairs, 1915- 
1916; Minister of Blockade, 1916-1918; Lord Privy Seal, 
1923-1924; Chancellor of the Duchy of Lancaster, 1924- 
1927. 
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THE RT. HON. SIR AUSTEN CHAMBERLAIN London 
M. P.; Chancellor of the Exchequer, 1903-1906 and 1919- 
1921; Secretary of State for Foreign Affairs, 1924-1929. 
PROFESSOR HENRY CLAY London 
Economic Adviser to Bank of England. 

THE MOST HON. THE MARQUESS OF CREWE London 
Secretary of State for the Colonies, 1908-1910; and for 
India, 1910-1915; Ambassador to France, 1922-1928. 

THE RT. HON. LORD DICKINSON London 
President of the World Alliance for promoting International 
Friendship through the Churches; Chairman of the London 
Council of Social Service. 

G. M. GATHORNE-HARDY London 
Honorary Secretary of the Royal Institute of International 
Affairs. 

DR. GEORGE P. GOOCH London 
Economist and Historian; Joint Editor of British Docu- 
ments on the origin of the war. 


PROFESSOR T. E. G. GREGORY London 
Professor of Banking in the University of London. 
THE RT. HON. ARTHUR HENDERSON London 


M. P.; Secretary of State for Foreign Affairs, 1929-1931; 
President, Disarmament Conference, 1932-1933. 


FRANCIS W. HIRST London 
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APPENDIX 


INTERNATIONAL CONVENTION FOR THE LOWERING OF ECONOMIC 
BARRIERS? 


His Majesty the King of the Belgians, her Royal Highness the Grand 
Duchess of Luxemburg and her Majesty the Queen of the Netherlands, 

Taking their inspiration from the resolutions of the Assembly of the 
League of Nations and the concordant recommendations of the best quali- 
fied economic experts as to the necessity for ameliorating the régime of 
production and exchanges and expanding markets; 

Convinced that economic activity is seriously endangered by the more 
and more numerous obstacles encountered by international commerce; 

Considering that it is urgent that the States renounce a policy which is 
injurious both to their private interest and the general interest; 

Persuaded that the progressive realization of a greater liberty of ex- 
changes is one of the essential conditions for the restoration of world 
prosperity; 

Desirous of undertaking in this sense a concerted action, in which all 
States will have the privilege of participating, and of contributing, by this 
means, to the correction of the general economic situation; 

Have resolved to conclude a convention for the lowering of economic 
barriers and to this end have designated as their plenipotentiaries the 
following, namely: 

His Majesty the King of the Belgians, 

Mr. Paul Hymans, his Minister for Foreign Affairs, 

Her Royal Highness the Grand Duchess of Luxemburg, 

Mr. Joseph Bech, her Minister of State, President of the Govern- 
ment, 

Her Majesty the Queen of the Netherlands, 

Jonkheer Frans Beelaerts van Blokland, her Minister for Foreign 
Affairs, 

Who, after having communicated to each other their full powers, found 

in good and due form, have agreed upon the following articles: 


Article 1 
The High Contracting Parties undertake, in their reciprocal relations, 
not to make any increases in customs duties above the level of the duties 
existing at the date of the signature of the present convention, nor establish 
any duties not existing on that date. 
The High Contracting Parties agree not to make any increase of a pro- 
tective character in their customs duties nor establish any new protective 


_ 'Translation by the Department of State. Reprinted from Treaty Information Bulle- 
lin No. 37, October 31, 1932. 
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duties with respect to the merchandise of third States to which they are 6 
bound by commercial conventions, unless in the case that the said States 
by a new increase of the customs barriers or of obstacles to commerce, 


should cause grave prejudice to the High Contracting Parties. : 7. 
Article 2 , 
The High Contracting Parties undertake to reduce progressively, jp | 
their reciprocal relations, their customs duties in accordance with the | 
following provisions. 9. 
The customs duties shall be reduced at the moment of the putting into 
effect of the present convention by 10 per cent of the rate existing on the | On 


date of the signature of the present convention; the reduction shall be Parti 
carried one year afterward to 20 per cent of such rate, two years afterward the f 
to 30 per cent, three years afterward to 40 per cent, and four years after. expor 
re ry KC > “2 > + . i _ F 
ward to 50 per cent of such rate. | whick 
The customs duties shall not be reduced below 50 per cent of the rate | 100 p 


existing on the date of the signature of the present convention, nor below | poem, 

. « 

a level corresponding to 4 per cent ad valorem for semi-manufactures and The 
{ 


8 per cent ad valorem for finished manufactures. \ cumst 
tive, ¢ 
Article 3 preser 
The High Contracting Parties undertake not to apply among them- 
selves any new prohibition or restriction on importation or exportation | 
or any new regulatory measure which would have the effect of hindering | 1), 
. . ' 
their reciprocal exchanges. conve: 


They reserve the right, however, to note exceptions to this principle, | pertig, 
for the reasons enumerated below and in so far as the said prohibitionsor | They . 
restrictions are applicable at the same time to all other countries which { régime 
are in the same conditions: Wit 

1. Prohibitions or restrictions relating to public safety; adopti 
2. Prohibitions or restrictions enacted for moral or humanitarian 

reasons; 

3. Prohibitions or restrictions concerning traffic in arms, ammunition | 

and war material, or under exceptional circumstances, in other | 

war supplies; The 

4. Prohibitions or restrictions enacted with a view to protecting the { exchan 
public health or providing for the food supply of the people, as | pation, 
well as the protection of animals or plants against the danger olf | 
complete destruction, diseases, injurious insects and injurious 
parasites; 

5. Prohibitions or restrictions on exportation having as their object [| Ifac 
the protection of the national artistic, historical or archeological Parties 
patrimony; convent 
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6. Prohibitions or restrictions applicable to gold, silver, specie, 
paper money and securities, with the exception of measures of 
control of exchange; 

7. Prohibitions or r« strictions the object of which is the extension 
to foreign products of the régime established for similar national 
products, with reference to production, commerce, transportation 


and commerce; 

8. Prohibitions or restrictions applied to products which constitute 
or shall constitute, as far as production or commerce is concerned, 
the subject of State monopolies or monopolies exercised under 
the control of the State; 

9. Prohibitions or restrictions the object of which is to protect the 
property right on the results of scientific works. 


On the other hand, in case the exchanges between the High Contracting 
Parties should be gravely disturbed by abnormal circumstances, each of 
the parties shall have the privilege of limiting its importations or its 
exportations, on the condition, however, of determining a contingent 
which, in principle, and except in exceptional cases, can not be less than 
100 per cent of the average of the quantities imported or exported during 
normal years. 

The High Contracting Parties undertake to eliminate as soon as Cir- 
cumstances shall permit, in their reciprocal relations, prohibitive, restric- 
tive, or regulatory measures existing at the date of the signature of the 
present convention, with reservation of the exceptions indicated above. 


Article 4 


In order to facilitate as much as possible the application of the present 
convention, the High Contracting Parties reserve the right to require 
certificates of origin or of destination upon importation or exportation. 
They will come to an understanding beforehand on the modalities of the 
régime which they shall institute in this respect. 

With the same object, they shall reach an agreement with a view to the 


adoption of a common customs nomenclature. 


Article 5 

The High Contracting Parties undertake to apply to their reciprocal 

exchanges the unconditional and unlimited régime of the most favored 
nation. 


Art icle 6 


If a difference should arise between two or more of the High Contracting 
Parties on the subject of the interpretation or application of the present 
convention and if the parties involved should not succeed in settling it 
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among themselves by diplomatic means, the question shall be submitte 
at the instance of one of the interested parties for an opinion by a perma. 
nent committee of experts to be established by the High Contracting 
Parties. j 

If the party concerned should be unable to agree to this opinion or if 
the committee should be unable to render a unanimous opinion, the differ. 
ence shall be submitted to the Permanent Court of International Justice 


Article 7 


The present convention is concluded for a period of five years. 

Six months before the expiration of the said period, each of the High 
Contracting Parties will have the right to notify the Government of the 
Netherlands of its intention to denounce the convention. The Government 
of the Netherlands shall give notice thereof to the other High Contracting 
Parties, who may not have denounced it. 

For the High Contracting Parties who have not denounced the conven. 
tion, the latter shall remain in force on the same conditions for another 


period of one year, and so on from year to year. 
In case of denunciation after the first period of five years, the procedure 
contemplated in the second paragraph shall likewise be followed. 


Article 8 


Any other State shall have the privilege of adhering to the present 
convention on an equal footing with the signatory States. 

The State which desires to adhere thereto shall give notice of its inten- 
tion by an act which shall be deposited in the archives of the Government 
of the Netherlands. The latter shall send a certified true copy thereof by , 
diplomatic channels to each of the High Contracting Parties. 

As long as the other States, without adhering to the convention, shall 
nevertheless observe, in fact, the provisions, they shall be admitted to 


the benefit of the conventional régime. 


Article 9 


The present convention shall be ratified. The instruments of ratification 
shall be deposited with the Government of the Netherlands. It will become | 
effective 15 days after two of the High Contracting Parties shall have| 


deposited their instruments of ratification. 
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Article 10 


At the time of the signature of the present convention or of the deposit 
of the instruments of ratification, each High Contracting Party may de- 
clare that it does not bind itself except for its territories in Europe. 

The High Contracting Party, which avails itself of this privilege, has 
the right to declare subsequently to the Government of the Netherlands 
that it desires to have the convention extended to its overseas territories, 
colonies or mandated territories. The latter government shall transmit 
such declaration immediately to the other High Contracting Parties. The 
convention shall become effective with reference to the overseas territories, 
colonies or mandated territories, 15 days after the transmission of the 
above declaration by the Government of the Netherlands. 

The High Contracting Party which has made this declaration has like- 
wise the right to declare subsequently that it desires to have the effects of 
the convention cease for the territories in question. In this case, such 
denunciation shall be made six months before the expiration of the current 
annual period. 

In testimony whereof, the above-named plenipotentiaries have signed 
the present convention and have thereunto affixed their seals. 

Done at Geneva, July 18, 1932, in a single copy, which shall be deposited 
in the archives of the Government of the Netherlands and of which a 
certified true copy shall be sent by diplomatic channels to each of the 
High Contracting Parties. 


For Belgium 


In signing the present conven- 
tion I declare that the Belgian 
Government binds itself only for 
the Belgian territory in Europe. 

PAUL HYMANS 


For Luxemburg 
BECH 


For the Netherlands 


In signing the present conven- 
tion I declare that the Govern- 
ment of the Netherlands binds 
itself only for the Kingdom in 
Europe. 

BEELAERTS VAN BLOKLAND 
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EXCERPTS FROM THE FINAL ACT OF THE SEVENTH INTERNATIONAL 
CONFERENCE OF AMERICAN STATES HELD AT MONTEVIDEO, 
URUGUAY, DECEMBER 3-26, 1933 


The Seventh International Conference of American States, 


RESOLVES: 


* + « . * . * 


The subscribing governments declare further that the most-favored. 
nation principle enjoins upon States making use of the quota system or 
other systems for limiting imports, the application of these systems in 
such a way as to dislocate as little as possible the relative competitive 
positions naturally enjoyed by the various countries in supplying the 
articles affected. 

With a view to encouraging the development of unified and compre. 
hensive multilateral treaties as a vitally important instrument of trade 
liberalization, the advantages of which treaties ought not to be open to 
countries which refuse to confer similar advantages, the subscribing gov- 
ernments declare, and call upon all countries to declare that they will not 
invoke their right to demand, under the most-favored-nation clause con- 
tained in bilateral treaties to which they may be parties, any benefits of 
multilateral treaties which have as their general purpose the liberalization 
of international economic relations and which are open to the accession 
of all countries, provided that such renunciation shall not operate in so 
far as the country entitled to most-favored-nation treatment in fact 
reciprocally accords the benefits which it seeks. 


a + * a * * * 
LXXX 
COMMERCIAL ADVANTAGES BETWEEN NEIGHBOR STATES 


The Seventh International Conference of American States: 


WHEREAS: 

For the greatest convenience of all American countries, separately and 
as a whole, it is necessary to promote the intensification of commerce 
among them, particularly of their own products, whether manufactured 
or not; 

In order to attain this end which is fundamental for the consolidation 
of their economic independence, they should seek all possible means of 
facilitating their reciprocal commercial relations, notwithstanding the 
relations that they necesssarily maintain and wish to establish with the 


rest of the world; 
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To the end of directing their commercial policy towards the attainment 
of such purposes, it would be of the greatest advantage that American 
countries grant special reciprocal treatment to their conterminous or 
neighboring countries; and that 

The granting of such advantages should not be deemed a derogation 
of the principle of equal opportunity in reciprocal commercial interchange, 
but as a justified exception to the application of the most-favored-nation 


clause, 
RESOLVES: 

To recommend to the Governments of the American Republics the 
study of a contractual formula which will permit the granting of exclusive 
commercial advantages by contiguous or neighboring countries. (Approved 
December 24, 1933.) 
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STABILIZATION By SPECIE PAYMENTS* 
By Edward Tuck 


Throughout the world there is at the present time a universal demand. 
on the part of governments, chambers of commerce, and mercantile bodies, 
for the stabilization of currencies. Even as recently as in December last, 
a leading Conservative speaker, during an important monetary “debate 
in the British House of Commons, declared: 

We shall never get international trade going on a wide scale unless 
we have currency stabilization. The whole future of our economic 
system, and possibly civilization, depends on the cooperation between 
this country and the United States, and if we cannot get that we may 
as well throw up the sponge. 


These are strong and truthful words, but how is it proposed to effect 
this great reform? Thus far it has been planned to accomplish it only by 
the establishment of so-called stabilization funds to buy and to sell the 
different paper monies (which are really not money at all but only dis. 
honored promises to pay money on demand), under the control of govern- 
ment committees or agents seeking to regulate the exchange markets at 
fixed rates in accordance with their personal judgment and direction. This 
would be a monetary experiment unique in the world’s history, having no 
scientific basis. There never has been complete stabilization of the curren- 
cies, there can be none, except with countries which are on a specie-paying 
basis, when it is fixed by the comparative weight of the precious metals— 
gold and silver coins. Stabilization of irredeemable fiduciary money, which 
is the only currency in use the world over today, the varying, uncertain 
product of the printing press, is a mathematical impossibility. In the 
United States, government notes called greenbacks, and bank notes, 


specie payments being suspended, were our national currency from 1862 


till 1879. A ‘‘Gold Room” was established in New York alongside the Stock 
Exchange, where the metal was bought and sold daily, at fluctuating 
premiums in currency value, to satisfy the demands of merchants in pay: 
ment of their foreign importations, and for duties at the Customs. 

On January I, 1879, we resumed specie payments ‘“‘in coin,” under Acts 
of Congress passed in January, 1875, and in February, 1878. The latter 
contained the following important provisions as to the part that silver 
should take in accomplishing resumption: 

Section 1. There shall be coined at the several Mints of the United 
States silver dollars of the weight of Four Hundred and Twelve and 
One-half grains Troy of Standard Silver as provided in the Act of 
January 18, 1837, which shall be legal tender at their nominal value 
for all debts and dues, public and private. 


1 Reprinted from Scribner's Magazine, March, 1935, by special permission. Copyright 
Charles Scribner's Sons 1935. 
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Section 2. That immediately after the passage of this Act the Presi- 
dent shall invite the governments and countries composing the Latin 
Union, and of such other European nations as he may deem advisable, 
to join the United States in a conference to adopt a common ratio 
between gold and silver for the purpose of establishing internationally 
the use of bimetallic money and securing fixity of relative value be- 
tween these metals. The President shall appoint three commissioners 
to attend such conference. 


The President called the conference as the law required. It was held in 
Paris in 1878. France was ready to join the United States and England in 
an international agreement for the remonetization of silver; but England 
refused and the conference was a failure. 

In partial fulfilment of Section 1, the Bland-Allison Act was passed in 
1878, under which two million silver dollars were coined each month. In 
1890 the Sherman Law increased the silver coinage to something over four 
million dollars monthly. Later on, however, President Cleveland, a bitter 
and uncompromising opponent of silver, secured a repeal of the latter 
Bill, and this limited silver coinage thereupon ceased. Meantime the un- 
precedentedly severe panic of 1893 took place, and its ill effects continued 
hopelessly until the prodigious development in the late 1890's of the newly 
discovered gold mines of the South African Rand, and of Alaska and 
Cripple Creek—the production of the Rand increasing yearly with great 
rapidity until 1915—filled the void in the world’s needed additional 
metallic money, and general prosperity ensued. This certainly was inflation, 
but only in proportion to the constantly growing requirements of increasing 
population, industry, and commerce in all countries. 

It is estimated that the Rand mines have produced up to date at least 
five thousand million dollars of gold, the bulk of which was added during 
twenty years to the existing money in circulation, thereby maintaining 
values and prices. Since that period, however, while public and private 
debts have been augmenting enormously, uncounted tons of gold have 
gone and are continuing to go into government and individual hoards, 
where the metal is of no more benefit commercially and financially, in 
raising prices, than when previously embedded in the bowels of the earth. 
Gold has ceased to be a current medium of exchange, which is the first 
requisite of money. Values have continuously declined, and idleness and 
suffering have increased to the danger point. 

The monetary system of the United States was established, not upon 
gold or silver alone, but upon the two metals, at a fixed ratio to each other, 
with no limitation upon the coinage of either, each standing on an equal 
footing before the law. This bimetallic system (then called the ‘double 
standard”), prevailing at that time in both England and France, adopted 
by Hamilton, sanctioned by Washington and Jefferson, its wisdom and 
justice questioned by none, endured until 1873, when the coinage of silver 
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dollars at the Mint, under its new regulations, was stopped, and bj. 
metallism in our country thereby unwittingly destroyed. 

The present law, under which our government is coining monthly a 
limited amount of silver dollars, will never re-establish true bimetallism, 
It has become manifest to all competent authorities that gold alone igs 
insufficient to maintain the world’s monetary currency upon a metallic 
basis. To ensure the resumption of specie payments in the United States, 
which has now become an economic necessity, and is within our reach, 
we must ourselves return to the full and unlimited monetization of silver, 
as of old. 

It is gratifying to know that the people of the United States are now 
going through a process of re-education on the whole question of monetary 
standards, although it is still considered in hide-bound banking circles, 
and even in colleges and universities, that it is bad form to introduce the 
subject’ of bimetallism for discussion, the conspiracy of silence still per- 
sisting. The vis inertiae of banking and academic public opinion on the 
question of money since the Bryan campaign has been astounding. It is 
encouraging, however, that thinking business men generally are becoming 
more open-minded and receptive of the thought that their fixed ideas in 
favor of a single gold standard are subject to revision. It is most significant 
too, that Walter Lippmann, an eminent exponent of intelligent public 
opinion, should have declared: 

Make silver legal money exchangeable for gold, and it will produce 
the same effect as if the world had discovered new gold. It will cheapen 
gold, raise world prices, make further paper inflation unnecessary, and 
restore solvency. 


All this is very true, and it is the only enduring remedy for the universal 
‘monetary morbus”’ with which the world was afflicted in the later 1880's 
and for ten years thereafter, until the new South-African gold furnished 
the needed curative. The same monetary morbus now endangers the entire 
world again, with much greater severity than before, and threatens to 
lead to disastrous political consequences. 

Silver monetization, once re-adopted and established in the United 
States, restoring full specie payments in both metals, the two coins, or 
coin certificates, having the same debt-paying power, would be of identical 
value, as is now the case. There would be no flood of silver to fear from 
abroad or from the mines, as predicted by the gold monometallists. India 
and China have from time immemorial been annual absorbers of silver and 
will never cease to be such. They could no more divest themselves of their 
silver money than they could of the clothes on their backs. As regards silver 
mines, those of the United States have been very largely exhausted, with 
no important new discoveries, and this is likewise true of the world at 
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Forty years ago the United States was heavily indebted to Europe, and 
the adoption of bimetallism by our country alone at that time might have 
been hazardous. Today the reverse is the case. We are a creditor nation 
as regards the world. We owe virtually nothing abroad. The trade move- 
ment is in our favor. Our independent action would be successful, and a 
blessing to all the nations, by furnishing the vitally needed large augmenta- 
tion of the world’s metallic real money, accompanied by a considerable 
diminution of the paper assignats which are now afloat in all countries. 

Our purchases of silver for full legal tender coinage should at once be 
largely and rapidly increased, with the consequent result of an approaching 
legal parity in market value of the two metals, in preparation for the 
passage of the final Resumption Act, under which our present depreciated 
and dishonored paper money would be stabilized at par in coin and in the 
foreign exchanges. 

It was Salmon P. Chase who said, in an oft-quoted phrase: ‘The way 
to resumption is to resume.’’ We are now abundantly prepared for resump- 
tion as regards gold, but the amount of silver coin, at the present rate of 
purchase, will be totally inadequate. Its coinage must be free and unlimited. 
We cannot have too much full legal tender money of the precious metals, 
money of ultimate redemption, provided by nature’s mines, and not by 
the unlimited fertility of the printing press. 

The legal weight of the silver dollar will be a most important problem to 
be decided upon. The old ratio of 16 to 1, based upon the world’s estimated 
comparative annual production of the two metals, exaggerates the propor- 
tion of silver production. It is today probably nearer 13 to I, and very 
rarely if ever has been as high as 16. The statistics of all the great mints 
confirm this. 

The present is a crucial moment in our history and also in the affairs of 
the entire world. Europe, almost in despair, is turning more and more to 
the United States as the predominant power which can, with its enormous 
wealth and progressive spirit, solve this vital problem. We are given an 
opportunity to lead in this great movement for monetary reform. Let us 
not allow the occasion to slip past us. I doubt if our people, even the keenest 
silver protagonists, are fully aware of the sympathy and support Mr. 
Roosevelt's action as regards silver coinage is meeting with in Europe. In 
England, Lord Desborough has written: 


I believe America can do this great thing alone, and other countries 
will be obliged to follow. 


Numerous financiers, economists, and leaders of public opinion have 
expressed themselves to the same effect. Lord Greenway, the head of the 
Anglo-Persian Oil Company, a great authority on financial affairs, espe- 
cially of the East, wrote shortly before his lamented death in December 
last: 
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Now that America has made a definite start in the direction of 
bimetallism, I hope it will not be long before concrete proposals are 
made to this country to follow suit, with a view to securing greater 
stability in international exchanges. 


We cannot 


United States Senate in 1836: 

Gold and silver is the money of the Constitution. The constitu- 
tional standard of value is established, and cannot be overturned. To 
overturn it would shake the whole system. Gold and silver at rates fixed 
by Congress constitutes the legal standard of value in this country, 
and neither Congress nor any State has authority to establish any 
other standard or dispose of this. 


ourselves too often meditate upon these words of Daniel 
Webster, the great expounder of our Constitution, pronounced in the 


reese 
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